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SUB J : ALGERIAN OIL BARTER DEALS 

REF: (A) ALGIERS 1133 (B) ALGIERS 1120 

1. ALGERIAN PRESS HAS DENOUNCED RUMORS OF CUT-RATE 
ALGERIAN IL SALES. ARTICLE IN MAY 28 EL MOUDJAHID 
CASTIGATES THESE RUMORS AS UNTRUE AND IF TRUE 
ILLEGAL UNDER OIL PURCHASE AGREEMENTS. RENAULT AND 
BERLIET-SAVIEM HAVE BEEN ASKED TO ACCOUNT FOR PURCHASE 
THEY HAVE MADE AND RANAULT HAS HAD 42 MILLION DOLLAR 
ORDER CANCELLED. AIT LAOUSSINE. VP OF SONATRACH, HAS 
ALSO DENIED REPORTS OF ALGERIAN CUT-RATE SALES 
APPEARING IN PETROLEUM INTELLIGENCE WEEKLY. 

2. J.I. CASE HAS NEGOTIATED DEAL FOR PURCHASE OF 
220,000 BARRELS OF OIL FROM SONATRACH IN TWO SHIPMENTS 
IN MAY AND JUNE. IN RETURN J.I. CASE HAS SOLD 13 
MILLION DOLLARS OF THEIR PUBLIC WORKS VEHICLES. 
CONTRACT PROVIDES FOR SALE OF OIL AT 1 1.75 TO BE 
SHIPPED TO US FOR REFINING. THIS IS EASY FOR CASE 
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REFINERIES. REFINERIES ARE ACTUALLY PAYING ABOUT 
10.75 AND CASE HAS TO MAKE UP DIFFERENCE BY INTER- 
CORPORATE TRANSFER. THIS CUTS CASE'S PROFIT SINCE 
OIL PART OF CONTRACT CAME UP AFTER THEY SUBMITTED BID 
TO SONACOME FOR SALE OF PUBLIC WORKS EQUIPMENT SO 
1 DOLLAR A BARREL SUBSIDY WASN'T ADDED TO PRICE. 

SONACOME ISN'T TOO HAPPY WITH DEALS, BECAUSE IT 
LOSES ITS BARGAINING POSITION AND ALSO IS BUYING FROM 
NEW BUYERS RATHER THAN FOLLOWING UP ON ITS 
STANDARDIZATION POLICY TO IMPROVE SERVICING PROBLEMS 
IN ALGERIA. INTERESTING ASPECT OF OIL DEALS IS THAT 
OIL IS PAID FOR IN USUAL 30-45 DAYS BILLING WHILE 
ALGERIAN TRUCK PURCHASES ARE MADE WITH LONGER 
TERM FINANCING, SO SYSTEM NOT ONLY MOVES OIL BUT 
ALSO HELPS IMMEDIATE BALANCE OF PAYMENTS PROBLEMS. 

3. PRODUCER'S INTERNATIONAL IS MOVING AHEAD ON ITS 
OIL FOR WHEAT DEAL, REF A. HOCINE DF.T.MT AND POSSIBLY 
MOKHTAR LOUHIBI OF OAIC ARE FLYING TO KANSAS CITY TO 
FLESH OUT CONTRACT FOR MILLION TONS OF WHEAT A 
YEAR FOR 3 YEARS. SONATRACH OIL SALESMEN ARE ALSO 
GOING ALONG TO ATTEMPT TO NEGOTIATE CRUDE SALES. 

DIFFERENCE BETWEEN US MARKET PRICE AND SONATRACH 
PRICE OF 1 1.75 WILL BE HARDER TO ABSORB IN THIS CASE. 

4. SONATRACH IS RELIABLY REPORTED TO BE SELLING TO 
MIDDLEMEN AND ALSO SECRETLY SELLING BELOW 1 1.75 WHICH 
EXPLAINS THEIR STRIDENT DISCLAIMERS. IT IS IMPORTANT 
THAT IN ANY PUBLIC MENTION OF ALGERIAN CUT-PRICE OIL 
SALES BE MADE ONLY IN GENERAL IN ORDER TO PROTECT US 
FIRMS INVOLVED. 

5. EMBASSY ESTIMATES THERE ARE NOW SOME 10 OR MORE 
OF THESE OIL BARTER DEALS INVOLVING WELL OVER A 

MILLION BARRELS OF OIL. PRELIMINARY REPORTS INDICATE ALGERIAN 
PRODUCTION AND EXPORTS WERE UP IN APRIL THANKS TO 
BARTER TYPE DEALS. 

LYNE 
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